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The press in our new particleboard-waferboard plant, shown here nearing completion, is 
capable of exerting pressure of up to 750 pounds per square inch. A complete description of the 
plant appears at the back of this report. 


COVER The forest means different 
things to those who share its use: the 
hunter, the fisherman, the camper, the 
nature lover and all who seek outdoor 
pleasure and recreation, as well as 
those, like our company, who derive 
economic gain by harvesting the tree 
crop. We firmly believe that through 


co-operation and sound forest manage- 
ment these great renewable resources 
can continue to satisfy the needs of all 
such diverse groups. For our part, the 
roads we build provide access to the 
forest interior and, through our co- 
operative efforts with the Ontario 
Government, nature is given assistance 


where necessary to generate new 
forests. Current studies will eventually 
lead to more complete use of tree 
species and materials now considered 
waste in the forest and at the mill. 
Particleboard is one example of the 
use of waste wood fibre. 
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Dollars in this report are Canadian unless 
otherwise identified. Amounts per share 
are based on total shares issued up to the 


end of the respective year. 


HIGHLIGHTS OF ’74 


1. Net earnings in 1974 were $14.9 million or $4.14 a share versus $7.6 


million or $2.11 a share in 1973. 


2. A seven-week strike by our woodlands employees reduced earnings by 


about $1.00 a share. 


3. Net sales of $114.4 million in 1974 were 23.3 percent higher than $92.8 


million in 1973. 


4. Our diversification program made considerable progress in 1974 with 
virtual completion of the particleboard-waferboard plant and the initial 


stud mill expansion by year-end. 


5. Construction of the new kraft pulp mill proceeded on schedule in 1974 


towards an estimated completion date of mid-1976. 


SCOREBOARD 1974 1973 
000 omitted 
Met sales. NU p And! Papel ae eee rae ree $110,977 $92,237 
DulldingwoLlOoductSapapis a. er kent ener ee 3,465 584 
LOtal Meee ear. Sesh terete crest ats armen tens 114,442 92,821 
OPETAUIN G DLOUL taaemctee wicey arte se ena eee tas 35,441 21,360 
CAIN es DELOLEMMCOME CAKES aaeye are oan teers oe ore 26,625 13,161 
INCOME: TAXES oe tice tes suas os hee iene Caete ts 11,687 5,540 
NET DARNINGS LOLALALNOLI serra een eerie ae eis 14,938 7,621 
PODSDALER tons, ec oless a ate a ee 4.14 ee) 
CASH LOW Gen eee armenia iether he bts Oh cee, ear en eae 30,778 14,843 
SxXPcuaitubes ON, IXCUASSCLS ne eieeraere eer rome 49,997 12,137 
WOLKING Capita lsalsyeat-CO UC tommris cer nret awn tt 2,726 14,190 


Ten-year financial and shipment summaries are shown on pages 21, 22 and 23. 


Our Company 


The Great Lakes Paper Company, Limited 
was incorporated under the laws of Ontario 
in 1936. We manufacture newsprint paper, 
bleached kraft pulp, unbleached sulphite 
pulp and stud lumber and will soon com- 
mence producing particleboard and wafer- 
board. Our mill and head office are at 
Thunder Bay, Ontario. Mailing address: 
Box 430, Thunder Bay, Ont., P7C 4W3. 


Newsprint Services 


Lake Superior Newsprint Co., Chicago, 
servicing of newsprint paper contracts: 
BRUCE FALLOws, president; W. D. Frost, 
J. H. NETHERLAND and O. E. BABCcock, 
vice-presidents. 


Sale of Pulp 


Lake Superior Pulp & Paper Inc., Chicago 
and White Plains, N.Y., sale of kraft and 
sulphite: BRUCE FALLOws, president; R. L. 
NASH, executive vice-president. 


Agents and Registrar 


Our common share transfer agents are The 
Royal Trust Company, Toronto, Montreal, 
Calgary and Regina, and the Bank of 
Montreal Trust Company in New York. 
Our registrar is The Canada Trust Com- 
pany, Toronto, Montreal, Calgary and 
Regina. 


Shareholders’ Meeting 


Our shareholders’ meeting will be 
held at 11:30 a.m. Eastern 
Standard Time in the Confederation 
Room of the Royal York Hotel, 
Toronto on Tuesday, April 22, 1975. 
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Board of Directors at December 31, 1974 


C. R. BOWLES a aeons wane 


treasurer and comptroller, Great Lakes Paper Company 


KEITH CAMPBELL . 


vice-president, Canadian Pacific Limited 


*C2 J CARTER Geno 


president, Great Lakes Paper Company 


*PercY M. Fox 
chairman of the board, Great Lakes Paper Company 


C. J. JEFFERY . 


executive vice-president, Great Lakes Paper Company 


*TRWIN MAIER . 


. . . Thunder Bay 


Montreal 


. . . Thunder Bay 


5 ao 6 o «o lem 


6 0 o o Ismael ikyy 


Milwaukee, Wisconsin 


chairman, The Journal Company (publishers of The Milwaukee Journal) 


C. BLAKE MCDOWELL 
director, Knight-Ridder Newspapers, Inc. 


*R. G. MEECH, Q.C. 


barrister and solicitor 


B. H. RIppDER, JR. 


vice-chairman of the board, Knight-Ridder Newspapers, Inc. 


Murray D. SEELEY . 


executive vice-president, Great Lakes Paper Company 


*TAN D. SINCLAIR. . 


Akron, Ohio 


Toronto 


St. Paul, Minnesota 


Thunder Bay 


eee en Viontreal 


chairman and chief executive officer, Canadian Pacific Limited 


WE Uk EUROS 6 6 4» o oo 6 


- « + Montreal 


executive vice-president, Canadian Pacific Investments Limited 


G. GORDON STRONG . 


chairman of the board, Thomson Newspapers, Inc. 


*Members of the Executive Committee. 


- . Canton, Ohio 


Years denote beginning of connection with the company. 


Management at December 31, 1974 


Percy M. Fox, chairman of the board . 

C. J. CARTER, president 

C. J. JEFFERY, executive vice-president . 
Murray D. SEELEY, executive vice-president 
W. J. STENASON, vice-president 

C. R. BowLes, treasurer and comptroller 

M. G. REA, secretary . 

D. D. Morrow, assistant treasurer 

K. E. WINROW, assistant comptroller 


F. H. TOLLEFSEN, manager, information services 
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TO THE SHAREHOLDERS 


Our Earnings reached a high level in 
1974 as a result of the strong markets 
for pulp and newsprint and, while we 
experienced some adversity during the 
year, we feel encouraged by the overall 
results. Despite some weakness in the 
economy at present, we look forward 
with optimism to the future. The 
events that shaped our results in 1974 
are discussed in detail beginning on 
page 5 of this report. 


Regretfully we report the death in 1974 
of Russ Stewart, a director of our 
company since 1957. He will be missed 
by the many friends he made during 

his long association with the company. 


We Welcome J. G. Trezevant, execu- 
tive vice-president of Field Enterprises, 
Inc., publishers of The Chicago 

Sun Times and The Chicago Daily 
News, who was appointed a director 
of the company at a meeting of 

the directors on February 5, 1975. 
We look forward to the contribution 
he will make to the affairs of our 
company. At the same meeting we 
appointed C. R. Bowles vice-president, 
finance. Mr. Bowles joined the company 


Our two main products, newsprint and kraft 
pulp, shown at the end of the production 
process. From here they are prepared for 


in 1964 as comptroller, became 
treasurer in 1967 and was appointed 
a director in 1972. With his broad 
experience in financial matters, he is 
a valuable member of management. 


Our Expansion Program is proceed- 
ing on schedule with much of the con- 
struction well advanced. Our activities 
in this regard are discussed in detail in 
this report, including a brief review of 
the financing aspects. We acknowledge 
the support of our majority share- 
holder, Canadian Pacific Investments 
Limited, a subsidiary of Canadian 
Pacific Limited, which has been a key 
factor in this major undertaking. 


Recruitment of personnel to meet the 
needs of our expanding operations 
continued to receive major emphasis 
in 1974, particularly in woodlands 
where some shortages had developed. 
Many of our present employees have 
shown keen interest in upgrading their 
positions in the company by bidding 
for the newer job openings as they are 
posted. We appreciate the important 
contribution our employees have made 
to this year’s significant gains and we 


shipment, wrapped to protect against dirt and 
moisture and shipped to our customers. 


look forward to their continued 
support in the years ahead. 


In this Report we have included a 
diagram and description of our new 
particleboard-waferboard mill to keep 
you abreast of the latest developments 
in the diversification of our operations. 
We have also included photographs 
and information on other topics to 
help provide a more complete descrip- 
tion of our activities during 1974. We 
hope you find this material interesting 
and useful. 


On behalf of the directors, 


CHARLES J. CARTER, president 


February 10, 1975. 


The expansion program will create 
many new jobs and our industrial 
relations department is currently 
engaged in recruiting and training new 
employees. Through careful selection 
and proper training we hope to main- 
tain the high standard of workmanship 
which is reflected in the quality of our 
products and efficiency of our opera- 
tions. To help alleviate labor shortages 
in certain areas and provide equal 
employment opportunities, female 
production workers were introduced 
into mill and woodlands operations in 
1974. We expect the number of women 
in our work force will increase signifi- 
cantly over the next few years. 


1974 Results in Detail 


EARNINGS REFLECT SIGNIFICANT GAINS IN 1974 


Net earnings were $14.9 million or $4.14 
a share in 1974 versus $7.6 million 

or $2.11 a share in 1973, reflecting a 
strong demand for our products and 
improved prices in newsprint and pulp. 
Earnings in 1974 were substantially 
affected by a strike of our woodlands 
employees, which is discussed below. 
Continued cost inflation, particularly 
in regard to labor, transportation, 

fuel and electric power, had a further 
detrimental effect on our earnings. 


Shipments Lower 


The woodlands strike was the main 
reason for lower shipments in 1974. 
Newsprint shipments, which were also 
affected by the change in basis weight, 
explained on pages 20 and 21, were 
347,251 tons compared with 414,016 
tons in 1973, a decrease of 16.1 percent. 
Chemical pulp shipments of 177,094 
tons in 1974 were 4.9 percent lower 
than 186,194 tons in 1973. Stud lumber 
shipments, which began in the fourth 
quarter of 1973, totalled 31.6 million 
board feet in 1974. 


Net Sales at High Level 


Net sales, defined in our glossary of 
terms on page 14, were $114.4 million 
in 1974 compared with $92.8 million in 
1973. Newsprint and pulp net sales 
were $111 million, 20.3 percent higher 
than $92.2 million in 1973. 


The balance of $3.4 million represented 
net sales of stud lumber, which we 
show as building products. The 
importance of diversification will 
increase with the addition of particle- 


board and waferboard shipments, as 
well as the increase in stud lumber ship- 
ments resulting from the expansion of 
our stud lumber capacity discussed 
under expansion on page 8. 


Substantial improvement in prices for 
newsprint and pulp during 1974 was 
responsible for the high level of net 
sales. Strong markets for both prod- 
ucts remained in effect throughout the 
year and further price increases were 
announced for both newsprint and 
pulp effective January 1975. 


While stud lumber shipments main- 
tained a good level until shut down in 
October by the strike, prices weakened 
during the year due to a fall in the level 
of housing construction. 


An average discount on the U.S. dollar 
of slightly over two percent in 1974 
compared with approximate parity in 
1973. Since the major portion of our 
sales is in the U.S., the exchange rate 
has a significant effect on our earnings. 


Woodlands Strike Closed Mill 


On October 1|1, negotiations with the 
union representing our woodlands 
employees broke down resulting ina 
strike which closed our woodlands 
operations and necessitated an imme- 
diate shutdown of the newsprint and 
stud lumber operations. The supply of 
wood for the kraft pulp mill was suffi- 
cient to allow production to continue 
until November 17. A new agreement, 


outlined on page 12, was ratified on 
November 27 and woodlands opera- 
tions resumed. Within a few days both 
the newsprint and kraft pulp mills were 
back in operation. The opening of the 
stud mill, however, was delayed until 
early January 1975 when the wood 
flow to the mill had returned to normal 
levels. It is estimated that the effect of 
the strike was to reduce net earnings 
by about $1.00 per share. 


Tax Rate Up Slightly 

In 1974 our effective income tax rate 
was 43.9 percent compared with 42.1 
percent in 1973. Our earnings con- 
tinued to benefit from the reduced rate 
of federal taxes on manufacturing and 
processing profits, which represent a 
large portion of our earnings. This re- 
duced rate of tax, which was to expire 
at the end of 1974, has been extended 
indefinitely. 


The federal government has extended 
the accelerated write-off for tax pur- 
poses of manufacturing and processing 
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equipment and pollution abatement 
facilities. The former has been extended 
indefinitely and the latter for two 
years. In each case, capital expendi- 
tures are deductible over a two-year 
period. As a result of the substantial 
expenditures for the expansion pro- 
gram, we will receive significant cash 
flow benefits through income tax defer- 
ments at a time when cash flow is 
essential to our financing plans. 


Cash Flow at High Level 


Cash flow, defined in the glossary of 
terms on page 14, was $30.8 million in 
1974, more than twice the $14.8 million 
in 1973. The chart on page 23 shows 
cash flow for the past ten years. In 
1974, cash flow comprised $14.9 mil- 
lion in total net earnings, $7.3 million 
in depreciation and $8.6 million in 
deferred income taxes. Explanation of 
our policy on deferred income taxes is 
given on page 14. 


In 1974 we began shipping our products via a 
new combined rail-water transportation 
system operating between Thunder Bay and 
Superior, Wisc., which is designed to improve 
Our service to customers. 


Working Capital Down 


Working capital was $2.7 million com- 
pared with $14.2 million at the end of 
1973. The low level of working capital 
is consistent with our plan to make 
maximum use of internal funding to 
finance the expansion program. 


Price Level Accounting 

In line with generally accepted 
accounting principles, our financial 
statements reflect historical dollar 
values. Due to unprecedented inflation 
in recent years there has been much 
discussion of the merits and methods 
of converting historic values to current 
values by application of a general price 
level indicator, such as the Consumer 
Price Index. We do not feel there is suffi- 
cient acceptance of either the principle 
or method of price level accounting to 
warrant specific treatment at this time. 


Long-Term Debt 
In 1974 we drew down $13 million of 
the $40 million term loan available 


OUR FOREST AREAS 
COMPANY CAMPS 
COMPANY ROADS 
PUBLIC ROADS 
RAILWAY LINES 


THREE AIRPORTS 


This map shows our company’s 14,250 square 
miles of forest areas, which we manage ona 
sustained yield basis under long-term leases 
from the Ontario Government. The total 

area takes into account our expansion program 
and will permit us to harvest sufficient wood to 
meet all our needs. To open and harvest these 


areas we have built the camps shown on 

the map as well as 1,300 miles of all-weather 
gravel roads which join public highways 
leading directly to our millin Thunder Bay. 
Wood is delivered to the mill by two rail 
systems and trailer truck. 


from Canadian Pacific Securities 
Limited, a wholly-owned subsidiary of 
our majority shareholder, Canadian 
Pacific Investments Limited. 


The long-term debt balance on 
December 31, 1974 after deducting the 
amount due in 1975 was $30.7 million. 
Details are shown in the consolidated 
balance sheet on page 17. 


An issue of $35 million 1114 percent 
First Mortgage Sinking Fund Bonds, 
Series C, was completed on January 15, 
1975. The proceeds of $34.3 million are 
to be used for the expansion program. 


Expansion Program 

In 1973 we embarked on a major ex- 
pansion and diversification program 
which is expected to cost a total of 
$168.7 million when it is completed 

in mid-1976. The program, which was 
fully described in our 1973 annual re- 
port, calls for construction of a 250,000 
ton-per-year bleached kraft pulp mill 
to be integrated with the existing 
200,000 ton-per-year mill, the 
construction of a particleboard-wafer- 
board plant and expansion of stud 
lumber capacity to about 200 million 
board feet per year with the possibility 
of adding facilities to produce railroad 
ties. The program includes the related 


expansion of wood harvesting facilities. 


The first stage of the program is 
expected to be completed early in 1975. 
This will include start up of the board 
plant and the initial stage of the stud 
mill expansion, which will double the 
capacity of the existing 50 million 
board-foot-per-year mill. The final 
stage of the stud mill expansion is 
scheduled for completion in mid-1976. 


Work on the kraft pulp mill is well in 
hand. Orders had been placed for all 
major equipment by the spring of 1974 
and construction, which started in 
June, was well advanced by year-end. 
Equipment installations are scheduled 
to begin early in 1975. A new type of 
environmental control system under 
consideration for the kraft mill is 
discussed on page 10. 


To the end of 1974 $44 million had 
been expended on the expansion pro- 
gram. The total committed cost, com- 
prising expenditures and outstanding 
orders, amounted to $92 million at 
December 31, 1974. 


Financing 

As discussed in our 1973 annual report, 
the directors felt it was in the best 
interest of our shareholders to keep 
dilution of equity to a minimum and, 
therefore, decided against an issue of 
common shares or convertible debt to 
finance a significant portion of the 


program. At the same time it was 
recognized that shareholders’ equity 
must be strengthened in order to raise 
the necessary external financing 
through borrowing. Consequently, it 
was decided not to pay dividends 
during the expansion period and make 
maximum use of internal funds. 


Up to $90 million of the financing 

for our expansion program is being 
obtained from external sources through 
the issue of first mortgage bonds, de- 
scribed elsewhere on this page, the term 
loan from Canadian Pacific Securities 
Limited and lease financing of up to 
$16.4 million for woodlands portable 
camps and mobile equipment. In addi- 
tion, we have established bank lines of 
credit for increased working capital 
requirements. 


We expect that cash flow generated by 
operations will be adequate to cover 
the balance of the expansion program 
requirement as well as other capital 
projects and debt retirement charges. 


Capital Expenditures 

In 1974 we spent $41.6 million on our 
expansion program and $8.4 million on 
additions and general improvements to 
mill and woodlands facilities. This 


When our fourth turbine, shown at right, came into operation in 

mid-1974, we raised our generating capacity to about half of our 

electrical requirements, helping to offset the ever-increasing costs 
of power from Ontario Hydro. 


All our boilers can use either coal or gas, enabling us to take best 
advantage of the availability of these fuels and the differences 

in costs. The coal in the hopper, shown in the left foreground 
below, drops to a pulverizer where it is reduced to a fine dust and 
blown into the boiler. The operator can change fuels by moving a 
lever. Some of our boilers are also equipped to burn bark. 
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included $2.4 million towards the high- 
yield sulphite pulping process, referred 
to in the next section and $750,000 to 
complete turbine No. 4, which went 
into operation in July. The significance 
of this installation is discussed on 

page 9. We also spent $1 million for 
improvements to paper machines and 
$425,000 for completion of the new 
woodlands main garage on the out- 
skirts of Thunder Bay. 


Protecting the Environment 

We continue to improve and update 
our environmental control systems 
to reduce the effects of any pollution 
that results from our industrial 
processes. The latest advancement 
in this program is the installation 

of the high-yield sulphite process, 
described in the caption with the 
photograph on page 11, which is 
scheduled for completion early in 
1975. The new process will make an 
important contribution to our overall 
control of liquid wastes, or effluent. 


10 


In applying our environmental policy 
to the expansion program, we are cur- 
rently considering the closed-cycle 
concept developed by Dr. Howard 
Rapson, a recognized authority in the 
field of kraft pulping and bleaching. 
Under this concept, substantially all 
contaminated pulp-processing effluents 
would be recycled within the mill, per- 
mitting most previously-discharged 
waste materials to be collected and 
removed from the effluent stream, 
resulting in the discharge of essentially 
clean, clear water. 


Consequently, we have instructed our 
consultants and equipment suppliers to 
undertake engineering studies for the 
possible adaption of the Rapson con- 
cept for use in our new bleached kraft 
mill. To that end, we are also working 
closely with the federal and provincial 
ministries of the environment. At the 
same time, we continue to work with 


those ministries to ensure that all our 
manufacturing processes will meet 
present and foreseeable environmental 
regulations governing effluent, air 
emissions, noise suppression and the 
disposal of solid wastes. 


Woodlands Work Force 


The increasing level of activity in our 
woodlands operations to meet the 
needs of expansion necessitated a 
continuation of the recruiting and 
training programs initiated in 1973. 


To give added support to our recruiting 
program in 1974, we used newspaper, 
radio and television advertising and 
other forms of publicity. As a result of 
these efforts and our continued co- 
operation with Canada Manpower, we 
received a steady flow of prospective 
workers. Despite persistent labor short- 
ages in the industry, we were able to 
maintain an adequate production staff 
throughout the year, although person- 
nel turnover continues to be a serious 
problem. These programs will receive 


Community activities bring our people in 
contact with various groups. One of our 
foresters, at left, meets regularly with school 
students throughout the area. 


Mechanical refiners, shown at right, will be 
used to break up the partially separated fibres 
produced by chemical means in our new high- 
yield sulphite pulping process. Since the 
cooking phase will be greatly reduced com- 
pared with the conventional sulphite pulping 
process, pulp yield will be higher and the use 
of less chemicals will provide significant 
environmental benefits. 


increased emphasis in 1975 to attract 
the workers we need to meet our 
increasing requirements for wood. 


The training of new employees and the 
upgrading of our present workers’ 
skills received further emphasis with 
the organization of a full-time training 
and development staff. A comprehen- 
sive induction and management devel- 
opment program for supervisors was 
developed for implementation in 1975. 


Female production workers were intro- 
duced in 1974 to our woodlands opera- 
tions at Camp 603. Following initial 
training on harvesting machines and 
mobile slashers, the women were 
integrated into the regular work force. 


We continue to incorporate the latest 
in improved facilities and living accom- 
modation in new camp construction in 
order to create more interesting and 
favorable conditions that will attract 
and retain the best calibre of employee 
for our operations. 


Our continuing mechanization pro- 
gram helps to provide more favorable 
working conditions. As well as im- 


proving the working environment, this 
program, which has been extended to 
most of our operations, enables us to 
harvest and deliver the volume of wood 
required with increased efficiency. 


Our Forest Resources 

The bulk of the wood supply for our 
manufacturing complex in Thunder 
Bay comes from a forest area of 14,250 
square miles, shown in the map on 
page 7, which we hold under Ontario 
Government licence. This area, which 
has supplied most of our needs in the 
past for conifers, known as softwood, 
also grows large quantities of decid- 
uous trees we call hardwood. The 
latter species, which shed their leaves 
in the fall, such as poplar, will be used 
in the new waferboard operation and 
also in the new kraft pulp mill, thereby 
increasing the utilization of the fibre 
resources available from our wood- 


lands holdings. A portion of our 
requirements, both softwood and hard- 
wood, will continue to be purchased 
from independent woodlot operators 
in the area. 


Reforestation 


The company’s co-operative program 
with the Ontario Ministry of Natural 
Resources to reforest cutover lands 
continued in 1974. Over 11,000 acres 
were treated this year, 50 percent by 
mechanical means for natural regenera- 
tion, 25 percent by the planting of 
seedling trees and 25 percent by site 
preparation and seeding. In addition, 
over 3,000 acres which were planted 
previously were treated by chemical 
spraying and hand clearing to assist 
growth. Since 1966, when the regenera- 
tion agreement was signed with the 
province, 27 million trees have been 
planted and a total of 45,000 acres 
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The former company lodge, shown in the top photograph, was donated to the Lakehead Region 
Conservation Authority for community activities. 


A new well-equipped garage was opened just outside Thunder Bay in 1974 to serve as the main 
repair and parts centre for woodlands mobile equipment. 
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mechanically treated. Modified cutting 
is a technique now being used to assist 

in regeneration. This system of logging, 
which is applied to spruce stands, pro- 
vides for a portion of the timber to 
remain uncut for up to five years, follow- 
ing the first harvest, as a seed source 

and as protection for the young trees. 


While 1974 was a serious year for fire 
damage in Northwestern Ontario, 

only 5,100 acres of the company’s 
holdings were affected. In comparison, 
the provincial total was 1,288,000 acres 
burned, mainly in the Dryden and Red 
Lake areas of Northwestern Ontario. 


Labor Agreements 

The new woodlands agreement, which 
is in effect until August 31, 1976, pro- 
vides for general wage increases 
amounting to $1.75 per hour over a 
two-year period, as well as increases in 
fringe benefits and improvements in 
working and living conditions. In addi- 
tion, a cost-of-living adjustment clause 
will come into effect on May 1, 1975. 


In line with most companies in the 
industry, we granted wage increases to 
our mill and office workers. On Sep- 
tember 1, 1974 rates were increased by 
25 cents an hour to help offset the rapid 
rise in the cost of living and on January 
1, 1975 a cost-of-living adjustment 


clause was introduced. Agreements 
with the unions representing our mill 
and office personnel will terminate on 
April 30, 1975. 


Market Outlook 

Estimated newsprint consumption in 
the U.S. was 10.4 million tons in 1974 
down slightly from 10.5 million tons 
in 1973, due to a slowing down of 

the U.S. economy which affected the 
newspaper publishing industry. 


While the downturn in the U.S. econ- 
omy is expected to result in a further 
reduction in newsprint consumption 
in 1975, we do not expect that our 
shipments will be seriously affected. 
Over the longer term we believe that 
newsprint consumption will continue 
its upward trend and, with very 

little new manufacturing capacity 
announced, we expect a strong news- 


print market for the foreseeable future. 


Demand for market bleached kraft 
pulp is expected to soften in the first 
part of 1975 with the economic down- 
turn, although it has maintained good 
growth over the years. This softness is 
expected to be short-lived. The rush to 
build additional pulp manufacturing 


capacity that occurred formerly in 
times of high demand has not material- 
ized, as evidenced by the compara- 
tively few new mills that have been 
announced. Considering all factors, 
therefore, we expect a strong market for 
bleached kraft pulp over the long term. 


The market for building products has 
suffered over the past year or so due to 
a serious fall in the level of housing 
construction in Canada and the U.S. 
We expect that housing construction 
will return to more normal levels in 
the latter part of 1975 or early 1976, 
resulting in improved prices for 
building products. 


Company Outlook 

We expect strong earnings in 1975 
despite the current weakness in the 
economy and, with the prospect of 
continuing growth in our markets, we 
look forward to satisfactory per- 
formance in the years ahead. 


It is apparent that cost inflation will 
continue to have a detrimental effect 
on our earnings. We have already 
received notification of substantial 
increases in freight rates and chemical 
and energy costs in 1975. Only 
through continued efforts to increase 
mechanization and improve the 
efficiency of operation can we hope 


to minimize the effects of this constant 
challenge. Earnings will also be affected 
by changes in the exchange value of 
the Canadian dollar and the future 
course of government charges, such as 
the Ontario Government legislation, 
introduced in 1974, doubling Crown 
dues, commonly called “stumpage,”’ 
for the cutting of timber on Crown 
lands. The government announced this 
as an interim measure and has indi- 
cated that further increases can be 
expected. Such items can and do add 
considerably to the cost of operation 
which undermines the competitive 
position of the Canadian pulp and 
paper industry in world markets. 


As we look to the future there are, of 
course, uncertainties as well as pros- 
pects for solid growth. We are opti- 
mistic that the timing and progress of 
our expansion program are such that 
we will be in a position to take full 
advantage of the promising oppor- 
tunities we see ahead. 


GLOSSARY OF TERMS 


Net SALES: The Canadian dollar proceeds from the sale of 
products after deducting costs of delivery to customers. 


OPERATING Prorir: Profit realized from manufacture and 
sale of products after deducting all costs except interest 
charges, depreciation and income taxes. Applies to oper- 
ations only; does not include investment or other income. 


DEPRECIATION: The distribution on a yearly basis of the 
original cost of a fixed asset (defined below) over its esti- 
mated useful life, which is written off as a deduction from 
earnings. 


Net EARNINGS: Total income less all costs; the net amount 
available to pay dividends or retain for use in the business. 


CasH FLow: Total funds generated by operations in a year. 
In our case, cash flow includes net earnings and charges 
not requiring cash outlay such as depreciation and 
deferred income taxes. 


RETAINED EARNINGS: Accumulated total of annual net 
earnings since the start of the company (1936) less 
dividends to shareholders during the same period and after 
taking into account extraordinary items such as bond and 
debenture issue discount and expense. 


CURRENT ASSETS: Cash and other assets which, in the normal 
course, will be converted into cash or consumed in opera- 
tions within one year. 


Frxep Assets: Assets, such as land, buildings and machinery, 
held for long-term use rather than for sale or consumption 
in Operations. 


CURRENT LIABILITIES: Amounts owed (including a portion of 
long-term debt) due for payment within one year. 


LONG-TERM Dest: Amounts borrowed for a term of longer 
than one year. 


SINKING FUND: Amounts paid to independent trustees of 
our bond issues, as stipulated in the trust deeds of these 
issues, to provide annual instalments for their redemption. 


WORKING CAPITAL: Amount by which current assets exceed 
current liabilities, both as defined above. This is a measure 
of working or operating resources. 


BALANCE SHEET: Statement of financial position at a year- 
end showing what is owned (assets of all kinds) versus 
what is owed (liabilities of all kinds) and shareholders’ 
equity; set forth in accordance with The Business Corpo- 
rations Act (Ontario). The word ‘‘consolidated’’ means 
that all subsidiaries are included to show position of the 
enterprise as a whole. 


SHAREHOLDERS’ Equity: Value of the shareholders’ owner- 
ship or interest in the company. Consists of share capital 
plus retained earnings and is the amount by which assets 
exceed liabilities. 


14 


OUR ACCOUNTING POLICY & METHODS 


Our consolidated financial statements are prepared in 
accordance with generally accepted accounting principles 
applied on a consistent basis over the years. Significant items 
are explained below and in notes to the financial statements 
on page 19. 


Inventories 

In general, inventories are valued at average cost which is 
less than the net amount realizable from the selling price 
for the finished product, after deducting cost of completing 
manufacture and delivery. 


Fixed Assets 

The cost of fixed assets includes the estimated original cost of 
certain fixed assets acquired from our predecessor company 
in 1936. Such estimated cost amounts to $13 million which 
has been fully written off by means of depreciation and 
depletion charges. All subsequent fixed asset additions are 
carried at their actual cost. 


While timber licences have been fully written off through de- 
pletion charges, such licences provide for renewals on a long- 
term basis. The licensed areas are managed on a sustained 
yield basis and are adequate to provide for our total wood 
requirements, including expansion. 


Depreciation 

Depreciation on pulp and paper mill buildings and machinery 
is calculated on the straight-line basis at a composite rate of 
41% percent per year, which is based on estimates of the 
economic lives of our assets. Before 1970, such assets were 
depreciated on a diminishing balance basis at a rate of ten 
percent per year. Figures in this report for the years prior to 
1970 have not been restated. 


Building products division buildings and machinery are de- 
preciated on the straight-line basis at a composite rate of ten 
percent per year reflecting the shorter expected life of such 
assets. 


Woodlands improvements and equipment are depreciated on 
the diminishing balance method at a rate of 30 percent per 
year. 


In line with accepted practice, we do not charge depreciation 
on major projects against earnings until construction has 
been completed. For this purpose, we define a major project 
as one costing over $500,000. 


Deferred Income Taxes 

In the first few years following acquisition of a capital 
asset, the depreciation claimed for income tax purposes 
under present tax law exceeds the depreciation shown in 
the financial statements. This situation is reversed, how- 
ever, in later years. As a result, the taxes charged to earn- 
ings during the initial period exceed actual tax payments. 
The excess amounts are set aside as deferred income taxes 
to be drawn upon in future years when the amount of taxes 
charged to earnings falls below actual tax payments. 


EARNINGS 


consolidated statement for years ended December 31 (thousands of dollars) 


[Netsales: pulp and paper. 3. 5.01.24). 


HONE sDIOdICtS eee 


GOsttolssales tes. se dee os) see ats ae 
Selling and administrative expense... . 
OPERATING PROFIT oc <.0'6 cose ce 


MP EGMNCOMIC wie. ee ie core sees 


Interest on long-term debt (Note 9).... 
PASO RSENS K6s es i Rs OR ee eee Oa 

EARNINGS before income taxes... . 
MPISOIN CM AXES esis alate cblsielle sie oaks ess « 


NET EARNINGS for year.......... 


Net earnings per share....... 


eee ee ee eee eee eee eee e 


i 


eee eee eee ee eee eee eee 


ey 


Ce 


ey 


Ce 


CC 


Net earnings per share fully diluted (Note 10)...... 


~ RETAINED EARNINGS 


consolidated statement for years ended December 31 (thousands of dollars) 


Retained earnings at beginning of year. 


Nei cabin gS Oli V CAT pte ints soars iss 


RETAINED EARNINGS at end of year 


¢ jo o © @, @. ©. ete 0) © (e ,0) 10/16) © In © 10110 


1974 


$110,977 


3,465 


114,442 


76,575 


2,426 


35,441 


184 


$35,639 


14,938 


$50,577 


1973 


$92,237 


584 


92,821 
69,327 


2,134 


21,360 


114 


21,474 
1,859 


6,454 


13161 


5,540 


$ 7,621 


Seeded | 


wr PAOS 


BALANCE SHEET 


consolidated statement at December 31 (thousands of dollars) 


Assets 1974 Loys 
CURRENT ASSETS ee 
OE) s PPP ar ENS i OTe AP A Ae Piatt Sa 5 a A $ — $ 3,093 
Accounts: reccivablecs an aan ee 11,206 15,997 
Income taxes recoverables se serene teen trees 564 — 
Inventories at cost, which is less than 
net realizable value: 
Finished. go0dsice chert eee te nae rare ce emcee Fens een Dee 329 
Pulpwood and sawlogs yes een eem eerste nee 8,748 5,627 
Materials and supplies gree tants cegs tee tee ee 6,791 4,918 
Prepaid expensesis ene esnste eee ese eee ene nee tener 161 227 
27,692 30,191 
FIXED ASSETS—at-cost:(NOU6)3) Sos see aeets te eee ea 207,999 158,378 
Accumulated depreciation and depletion................. 100,444 93,423 
107,555 64,955 
$135,247 $95,146 
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Signed on behalf of the Board: 


C. J. CARTER, Director 


R. G. MEECH, Director 


Liabilities 1974 1973 


CURRENT LIABILITIES 


Bamnmlies PECANESS (INOLC 0) seriou etre islets Cos cc ssn s ocs's 0 6 6° $ 3,470 $3 

Paccoultepayavic and accrucd Charges.i 54)... es. sess esse 14,404 8,551 
monn ceanOuOLicritaXxcs PAyADIG van... css. ce weaker ees 1,802 5,506 
Current portion of long-term debt (Note 7)............:. 5,290 1,944 


24,966 16,001 


LONG-TERM DeEBT (Note 7) 
First Mortgage Bonds 


4% sinking fund bonds, Series A, maturing 1975........ 3,750 4,199 
8 % sinking fund bonds, Series B, maturing 1989........ 18,200 18,700 
Debentures 
534 % serial debentures, Series C, maturing 1975 
COO OUUEU SAT UNGS) pitiless sired ese bau'sea een e's 1,075 2,150 
SNSPSES) OIE 5 5c a sesle cho B cei Aes OBO Oana 13,000 — 
36,025 25,049 
Ber OMI UCR WILMIDIONCHVCAL siac ices cs vi cae ce ences eee tes HCN) 2,024 
30,650 23,025 
ID EBERR EDS INCOMEM PARES temmeirietra se tiets cus, e)e shes cat alesis 2 esc 6 26,304 Sh 


Shareholders’ Equity 


Common shares without par value (Note 8) 
Authorized 4,500,000 shares 
RSSCUMOFONU U7 ORS ALESHey sca cicct eis crdie oA GielS sie ves ots as 2,750 240) 


eSB TSSa) GHAR O TS 5 2.03 oat  eeOROeCeCea 50,577 35,639 
SERSPMI 38,389 
$135,247 $95,146 
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CHANGES IN FINANCIAL POSITION 


consolidated statement for years ended December 31 (thousands of dollars) 


1974 | 1973 
SOURCE OF FUNDS | sat 
Net earnings as reported on pagel) s2 aes ee eee $14,938 DeiO2| 
Charges not requiring an outlay of funds 

Depreciation. £6.29 2 esc 0/ 0 siane ole! dete oirtelne ee toes en ee TU 5EI 6,454 
Increase in deferred income taxes 2. te eee 8,573 768 
FUNDS FROM OPERATIONS se aeelecn enemies anne 30,778 14,843 

Term loans. .4025 sendhhodec 5 sels os ie Ree eee 13,000 — 
Issue of common. shares 2.0...) . . 0s Gee ee eee — 185 
Sale. Of fixed assets .joa acme fe ce a cece ceee le Rie oe eine een ee ee 130 554 


43,908 15,582 


APPLICATION OF FUNDS 
Expenditures on fixed)assets ss. 12+, aren ene 49,997 JAA ey} 
Reduction of long-termdebt).. 27. ee eee 53/5 2,405 


So;072 14,542 


INCREASE (DECREASE) IN WORKING CAPITAL............0005: (11,464) 1,040 
WORKING CAPITAL at beginnings of year gan 2 eee 14,190 13,150 
WORKING CAPITAL at‘end of year. sn: en eee Ny PATONG $14,190 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


To the Shareholders of The Great Lakes Paper Company, Limited 


We have examined the consolidated balance sheet of The Great Lakes Paper Company, 
Limited and its subsidiaries as at December 31, 1974 and the consolidated statements of earn- 
ings, retained earnings and changes in financial position for the year then ended. Our 
examination included a general review of the accounting procedures and such tests of account- 
ing records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position 
of the companies as at December 31, 1974 and the results of their operations and the changes 
in their financial position for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


RIDDELL, STEAD & Co. 
TORONTO, ONTARIO, January 24, 1975 Chartered Accountants 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Consolidation 


The consolidated financial statements include the financial 
position and results of operations of The Great Lakes Paper 
Company, Limited and all its subsidiary companies. 


2. U.S. Dollar Balances 


U.S. dollar current assets and current liabilities, including the 
current portion of long-term debt repayable in U.S. funds, 
have been stated in Canadian dollars at the one percent U.S. 
dollar exchange discount in effect at December 31, 1974. 
Long-term debt repayable in U.S. funds (less the current 
portion) has been converted to Canadian funds at the 7.5 
percent U.S. dollar exchange premium in effect at date of 
issue. 


3. Fixed Assets (thousands of dollars) 


December 31, December 31, 
Cost Net Value Net Velue 
Land $ 476 $ 476 $ 314 
Buildings and machinery 
Pulp and paper 139,088 52,802 54,617 
Building products 3,987 3,490 3,864 
Woodlands improvements 
and equipment 13,316 3,600 2,457 
Timber licences 3,945 — — 
Construction in progress 47,187 47,187 3,703 
$207,999 $107,555 $64,955 


4. Capital Expenditure Program 


The company’s expansion program is currently estimated to 
cost $168.7 million. Capital commitments in connection with 
the expansion program and other projects amounted to 
$48.6 million at December 31, 1974. 


5. Lease Commitments 


The company has signed leases (with options to purchase) 
covering certain portable camp buildings and mobile equip- 
ment for terms of three to ten years. The payments under 
these leases amounted to $1.4 million in 1974. Based on leases 
in effect at December 31, 1974, payments over the next five 
years will amount to $1.6 million in 1975 and thereafter in 
reducing amounts to $700,000 in 1979. The company has 
entered into an agreement dated as of April 19, 1974 provid- 
ing for up to $16.4 million of lease financing (with options to 
purchase) of woodlands portable camp buildings and mobile 
equipment for terms of from six to 11 years. Lease terms will 
commence on delivery of the buildings and equipment; 
mainly in the second half of 1975 and in 1976. 


6. Bank Indebtedness 


The company has arranged operating lines of credit with two 
Canadian chartered banks. These lines are subject to periodic 
review by the banks and currently provide for aggregate loans 
of up to $20 million. Amounts borrowed are to be secured 
by an assignment of accounts receivable and charges on 
inventories. 


7. Long-Term Debt 


Payments (expressed in Canadian funds) required to meet 
maturities and sinking fund provisions of the First Mortgage 
Bonds and Debentures over the next five years approximate 
$5.4 million in 1975, $650,000 in each of the years 1976 and 
1977, $1.3 million in 1978 and $1.4 million in 1979. These 
amounts include the sinking fund requirements for the First 
Mortgage Sinking Fund Bonds, Series C, referred to in 
Note 14. 


Canadian Pacific Securities Limited, a wholly-owned | sub- 
sidiary of Canadian Pacific Investments Limited, the majority 


shareholder in the company, has agreed, with effect from 
February 1, 1974, to provide term financing of up to $40 
million. The agreement provides for a floating rate of interest 
and repayment over a five-year period commencing in 1977 
with the right to prepay. During the year $13 million of this 
financing was utilized. 


8. Common Shares 


Common shares were reserved at December 31, 1974 for the 
following: 


(a) 49,335 shares under a share option plan for certain 
executive and other employees of the company or of 
any subsidiary of the company. Options to acquire, 
under the terms of the plan, 22,100 shares at $24.50 
per share exercisable not later than June 1, 1975 were 
outstanding at December 31, 1974. 


(b) 200,000 shares for the common share purchase war- 
rants which accompanied the First Mortgage Sinking 
Fund Bonds, Series B. The warrants are exercisable 


at $33.00 per share until July 1, 1979. 


100,000 shares for a purchase option granted to 
Canadian Pacific Investments Limited. The option is 
exercisable at $24.00 per share until January 1, 1982. 
Both the number of shares and the price per share are 
subject to adjustment in the event additional shares 
are issued (other than pursuant to options and war- 
rants outstanding at December 31, 1973) or other 
changes in the company’s capital structure. 


(c) 


9. Interest on Long-Term Debt 


Interest on the term loan from Canadian Pacific Securities 
Limited has been capitalized. It is the company’s intention to 
capitalize, during the construction period, all interest on 
long-term debt incurred to finance the expansion program. 


10. Fully Diluted Earnings Per Share 


Fully diluted earnings per share were determined on the 
assumption that options and purchase warrants outstanding 
at the end of each year had been exercised at the beginning of 
that year and the funds therefrom invested to produce a 
return at the average interest rate for 90-day bank certificates 
of deposit. 


11. Dividend Restriction 


The trust deeds securing the First Mortgage Bonds and 
Debentures, including the First Mortgage Sinking Fund 
Bonds, Series C, referred to in Note 14, contain dividend 
restrictions. The most restrictive of these requires that after 
any dividend is declared working capital (which for these 
purposes is before the deduction of the current portion of 
long-term debt) must be over $10 million and shareholders’ 
equity must be over $50 million. 


12. Executive Remuneration 


In 1974 directors’ fees amounted to $57,000 and the total 
remuneration, including directors’ fees, received by the 
directors and senior officers amounted to $390,000. 


13. Past Service Pension Costs 


Past service pension costs, resulting from retroactive in- 
creases in benefits in prior years, are being funded and 
charged to earnings in equal annual instalments to 1989. 
Based on recent actuarial reports, the unfunded amount was 
$3.6 million at December 31, 1974. 


14. Subsequent Event 


On January 15, 1975 the company issued $35 million princi- 
pal amount of 1114 % First Mortgage Sinking Fund Bonds, 
Series C for $34,335,000. 
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Industry Reference Data 


NEWSPRINT PAPER 


The United States is Canada’s principal customer for 
newsprint and accounts for approximately 50 percent of 
the non-communist world’s consumption. The following 
table, based on reports issued by Canadian Pulp and Paper 


196509" 1966 ee L967 


Free world production capacity..... 


Free worldiproduction@a ese eeree ae 


Canadian production capacity...... 8,421 8,878 9,294 
Canadian production............ 7,720 8,419 8,051 
Canadian!’ exportSers seis serra TSS 6 ees OA RO SO 
Canadian exportsto U.S.......... 6,093 6,610 6,263 
Total U.S. consumption.......... 8,460 9,077 9,149 


18,427 19,080 20,359 
16,839 18,028 18,022 


Association (CPPA), indicates the size and growth of news- 
print markets over the period 1965 through 1974. 


World totals in newsprint omit communist countries for 
which reliable information is lacking. 


1968 196951970 "S197 Te 1972 a 93 eee. 


(thousands of tons) 


21,441 22,263 23,157 23,502 23,854 24,256 24,665 
18,781 20,457 20,986 20,516 21,278 22,022 22,985 
9,655 9,675 9,845 10,240 10,300 10,337 10,474 
8,031 8,818 8,719 8,455 8820 9,140 9,946 
7,422 8,088 7,987 7,641 8,120 8,340 9,075 
6,107 6,430 6,163 6,146 6,430 6,855 7,239 
9,244 9,741 9,545 9,654 10,299 10,504 10,363 


Source: American Newspaper Publishers Assoc. and CPPA (1974 estimated) 


CHANGE TO 30-POUND BASIS WEIGHT 


All amounts in the above table are calculated on a 32- 
pound basis weight. During 1974 a change to 30-pound 
basis weight went into effect generally throughout the Cana- 
dian industry to improve utilization of wood fibre. This 


LUMBER 


Residential construction provides the principal use for 
softwood lumber produced in Canada and the U.S., a 
substantial portion of which is stud lumber. The following 


1965 1966 1967 


measure is based on the weight of 500 sheets, 24 by 36 inches 
in size. The effect of this conversion is to reduce production 
tonnage of newsprint proportionately to the change in basis 
weight without affecting the total printing surface area. 


table indicates the level of housing construction and the 
sources of softwood lumber production in North America 
over the past ten years. 


1968 1969 1970Gmelo7t EPA STE) 1974 


North American housing starts 


(thousands) {ae eee 1,640 1,299 1,456 


Seasonally adjusted year-end rate of 
North American housing starts 


(thousands) 22 may. eyacreert et L119) 1 O6l es 1.493 


Softwood lumber production 
(millions FBM) 


1,705 © 1,677) 1,625 92.2860) 2, 6012314 mens SS 


1,835 1,579 2,139 2,646 2,590 1,655 1,036 


28,936 28,309 27,410 29,744 31,441 31,335 28,000 
7,804 7,691 7,651 8,933 9,502 10,311 8,900 
2,958 3,299 3,136 3,341 3,942 4,935 4,500 


US eee Mire oe eee 28,230 27,973 27,069 
British Golumbidheaeryeentiee tt 7,446 7,314 7,103 
Restiot Canada eee nee 2,844 2,712 2,636 

Lotal Fa Rhcexreraect serene 38,520 37,999 36,808 


39,698 39,299 38,197 42,018 44,885 46,581 41,400 


Sources are: Statistics Canada, U.S. Bureau of Census, National Assn. of Home Builders (U.S.), Western Wood Products 


Assn. and Southern Forest Assn. (1974 estimated) 
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BLEACHED KRAFT PULP 


Bleached kraft pulp is included in the general commodity 
classification of paper grade chemical pulp. North America 
and Scandinavia are the major suppliers of paper grade 
chemical pulp, having a production capacity in 1974 of 
approximately 65.1 million tons or 80 percent of the world’s 
total production capacity. The bulk of the pulp produced 
by these countries is captive production for sales between 


1965 1966 1967 


related buyers and sellers. The balance, known as market 
pulp, is available for sale on the open market. Most of this 
market pulp consists of bleached kraft pulp. In 1974 the 
production capacity in North America and Scandinavia for 
market bleached kraft pulp was approximately 12.9 million 
tons of which Canadian production capacity amounted to 
approximately 45 percent, or 5.9 million tons. 


1968 1969 1970 1971 1972 1973 1974 


Paper Grade Chemical Pulp 
North American and Scandinavian 


DLOCUCHION Apres ar neat «roe 39,661 42,465 43,848 


Bleached Kraft Pulp 


North American and Scandinavian 
DLOCUCLION Mera eer. ciaciecs.« 


Market Bleached Kraft Pulp 
Total demand for North American 


and Scandinavian production.... 5,041 5,836 6,224 
Canadiamis Mi piientsmmeeerere ariel: (LTA) ANB > ee aieis} 
Canadian exports to U.S........... ess} La) IC i hsy4 


Total U.S. supply (includingimports) 2,081 2,396 2,199 


135738) 19,5959016,904 


(thousands of tons) 


47,243 50,783 52,183 51,478 55,145 58,836 59,100 


19,148 21,115 22,493 22,652 24,389 26,592 27,000 


7,599 9,017 9,618 8,449 10,422 11,459 11,724 
3,024 9,13 dee ,09 2 nes 700 4 330 4,920 5,264 
1 314. AS 19 eet 49 lend 273 1s 19095515992 
2,480 23,120 moa eee? 02 Lene S99 53052) 63,540 


Source: CPPA (1974 estimated) 


OUR SHIPMENT SUMMARY: LAST TEN YEARS 


TONS OF PULP AND PAPER SHIPPED 
TO CUSTOMERS 


Years Newsprint Chemical Pulps Total Tons 
1965 337,045 153737, 352,782 
1966 374,081 89,322 463,403 
1967 362,443 131,020 493,463 
1968 314,503 157,262 471,765 
1969 350,709 167,918 518,627 
1970 335,194 184,613 519,807 
1971 340,516 166,073 506,589 
1972 338,526 166,244 504,770 
1973 414,016 186,194 600,210 
1974 347,251 177,094 524,345 
STUD LUMBER Years FBM (in thousands) 
SHIPMENTS 

1973 4,983 

1974 31,649 


Each stud represents about five board 
feet, or FBM (foot board measure). 


NEWSPRINT TONS AND 
OPERATING RATIO 


Years Capacity Production Ratio (%) 
1965 368,676 336,377 91.2 
1966 389,914 374,672 96.1 
1967 422,956 363,977 86.1 
1968 428,868 Si 23i7/ 72.6 
1969 437,030 350,795 80.3 
1970 442,078 335,550 Ue) 
1971 441,124 340,539 Wee? 
1972 434,132 339,735 78.3 
1973 430,491 412,259 95.8 
1974 422,570 346,526 82.0 


For 1974 our newsprint capacity was rated by the Cana- 
dian Pulp and Paper Association as 438,559 tons of 32- 
pound basis weight newsprint. This rated capacity has 
been restated to give effect to our conversion to 30-pound 
newsprint on June 1, 1974. For 1975 our capacity is rated 
as 413,708 tons of 30-pound newsprint. Prior to 1967 ca- 
pacity was rated on the basis of six-day operation. 
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FINANCIAL SUMMARY: LAST TEN YEARS 


Except as indicated, dollars are in thousands 


with 000 omitted. 


SALES & EARNINGS 

Net sales: pulp and paper 
building products 
total 


Operating profit 


Interest on long-term debt 


Depreciation 


Earnings before income taxes 


Income taxes 


Net earnings 


Net earnings per share 


Dividends declared, total amount 


Dividends per share; in cents 


ASSETS & LIABILITIES 
Current assets 


Current liabilities 


Ratio of above assets to liabilities 


Working capital 


Inventories, described in balance sheet 


Fixed assets, see notes to financial statements 


Accumulated depreciation and depletion 


Long-term debt 


Above debt as percentage of capitalization 


Deferred income taxes, explained on page 14 


Retained earnings, at year-end 


BOUDRY ca. O TERED AGA: 


Common shares outstanding, at year-end 


Number of shareholders 


Percentage of shares held in Canada 


Shareholders’ equity, total 


Shareholders’ equity per share 


Cash flow from operations 


Cash flow per share 


Net earnings percentage on net sales 


Annual expenditures on fixed assets 


Number of employees on payroll 


All per share figures are based on shares outstanding at the end of the respective years. 
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1974 


110,977 
3,465 
114,442 
35,441 


iL 7/838} 
7,267 


26,625 
11,687 


14,938 
4.14 


27,692 
24,966 


il) 
2,726 


15,761 
207,999 


100,444 
30,650 


36.5 
26,304 


50,577 


3,610,029 
3,745 
96.9 


Ss) VAT 
14.77 


30,778 
8.53 


13.1 
49,997 
3,013 


1oFs 


92,237 

584 
92,821 
21,360 


1,859 
6,454 
13,161 
5,540 


7,621 
Dell 


30,191 
16,001 


1.9 
14,190 


10,874 
158,378 


93,423 
23,025 


37.5 
17,731 


303) 


3,610,029 
4,035 
97.0 


38,389 
10.63 


14,843 
4.11 


8.2 
NZ NSIT) 
PASTAS 


Loy? 


69,433 
69,433 
10,892 


2,043 
6,085 


2,927 
1,319 


1,608 
0.45 


1,081 
30 


24,940 
11,790 


2.1 
13,150 


10,260 
147,718 


87,892 
25,430 


45.4 
16,963 


28,018 


3,602,603 
4,470 
96.0 


30,583 
8.49 


8,501 
2.36 


2,3: 
4,455 
2,441 


197] 


71,010 
71,010 
13,446 


2,306 
5,843 
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82,242 
27,766 
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16,155 


27,491 
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30,056 
8.34 


9,710 
2.70 


4.6 
11,191 
2,527 


1970 


71,822 
71,822 
L128 


25537 
5,873 


8,820 
4,475 


4,345 
Lil 


3,603 
100 


33,324 
12,718 


2.6 
20,606 


9,279 
132,877 


76,630 
32,167 


52.5 
15,525 


26,596 


3,602,603 
5,209 
95.3 


29,161 
8.09 


9,963 
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6.0 
7,446 
2,768 


1969 


71,267 
71,267 
17,951 


2,036 
6,528 


10,446 
5,407 


5,039 
1.40 


3,603 
100 


41,073 
14,739 


2.8 
26,334 


9,440 
126,227 


Tl 32 
36,970 


56.5 
15,780 


25,854 


3,602,603 
5,418 
93.1 


28,419 
7.89 


10,317 
2.86 


Voll 
2,704 
2,857 


1968 


21,360 
14,221 


135 
yi 
9,184 

124,057 


65,309 
21,343 


43.7 
17,030 


24,949 


3,602,603 
- 6,202 
94.2 


27,514 
7.64 


8,520 
2.36 


4.9 
2923 
2,693 


1967 1966 1965 
66,192 60,644 44,751 
66,192 60,644 44,751 
17,511 17,886 15,746 
1,673 1,478 714 
7,506 5,637 3,167 
8,510 10,924 11,863 
4,300 5,450 6,165 
4,210 5,474 5,698 
147 1.52 1.58 
3,602 3,600 3,600 
100 100 100 
20,655 23,080 19,734 
12,485 16,964 11,235 
isi 1.4 1.8 
8,170 6,116 8,499 
11,464 11,879 9,308 
122,643 119,282 106,459 
59,111 51,822 46,734 
25,686 30,009 34,313 
47.8 52.3 57.4 
18,480 16,565 11,115 
25,463 24,855 22,981 
3,602,603 3,600,523 3,600,083 
6,402 6,632 6,926 
93.8 93.6 93.7 
28,028 27,367 25,483 
7.78 7.60 7.08 
13,630 16,562 16,684 
3.78 4.60 4.63 
6.4 9.0 12.7 
3,671 13,558 28,093 
2,590 3,077 2,406 


Net Earnings Per Share 
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Cash Flow from Operations 


MILLIONS OF DOLLARS 
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Capital Expenditures 

MILLIONS OF DOLLARS 
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1974 RESULTS BY QUARTERS 


Sales and Earnings ’000 omitted 


1974 Quarterly 


Net Oper. Net 
Quarter Sales Profit Earnings 


First $ 28,796 $ 8,623 $ 3,583 


Second 31,484 9,827 4,337 


Third 34,427 12,361 SAU 
Fourth OY 9/35) 4,630 1,301 
$114,442 $35,441 $14,938 


Net Earnings Per Share 


Quarter 1970 1971 1972 1973 1974 


First $0.26 $0.09 $(0.03) $0.25 $0.99 
Second 0.28 0.27 0.14 0.55 1.20 
Third 0325 FO 260 4S OLS 2 ee l9 
Fourth 0.42 0.28 0.20 0.79 0.36 


$1.21 $0.90 $0.45 $2.11 $4.14 


Fourth quarter results for 1974 affected by seven-week woodlands strike. 
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OUR NEW PARTICLEBOARD-WAFERBOARD PLANT 


Our particleboard-waferboard plant, which 
will start up early in 1975, has the capability 
of producing products that have wide use 
in the construction and furniture fields. 
While particleboard and waferboard are the 
main products, the plant will also produce 
some variations of these boards to meet 
specialized requirements. Waferboard Is a 
tough water-resistant building board used 
for exterior sheathing, interior panelling, 
roofing and floor underlayment. Particle- 
board, on the other hand, is widely used in 
furniture and cabinets, often overlaid with 
an attractive finish. 


WAFERBOARD 

The hot pond which receives the eight-foot 
poplar logs used in the waferboard process 
serves to de-ice the wood in winter, as well 
as remove sand and debris. The clean logs 
are fed automatically to a conveyor and then 
separated into two lines: one for wood that 
is destined for use in the centre, or core, of 
the finished board and the other for surface 
material. Since exterior quality and strength 
are important in the overall requirements for 
waferboard, only the best logs are selected 
for the surface line. 


Following the debarking operation the logs 
are fed to a slasher which cuts them into 
four-foot lengths. A final sort can be made 
before the logs are discharged to the surface 
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CAUL PLATE 4 
MERRY-GO-ROUND 


and core conveyor lines and transported to 
the waferizers. Here the logs are automat- 

ically cut into wafer-thin strips from 1% to 

2% inches in length. The wafers then enter 
the wet bunkers where they are held pend- 
ing release in a steady flow to the dryers. 


Moisture Reduced 

The dryers operate at about 350° Fahrenheit 
reducing the moisture content of the wafers 
to around four percent. The wafers are then 
fed to screens which separate the smallest 
pieces, called fines. These are directed to the 
waste wafer storage silo for use in making 
particleboard. The remaining wafers move 
on to the dry bunkers where they are 
gathered and fed in a steady flow to the 
waferboard blenders. Here the wafers are 


first sprayed with hot wax for waterproofing, 


then coated with powdered phenolic resin 
which will bind them together in the 
eventual pressing Operation and moisture Is 
added. Moisture control is critical in the 
manufacturing process. 


The glue mixtures for both waferboard and 
particleboard are automatically regulated in 
the glue kitchen which provides a con- 
tinuous feed to the blenders. 


The wafers are now ready for the final stages 
of board production. From the blending 
operation the wafers travel along both core 
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and surface lines to the forming station. The 
diagram shows how the surface wafers 
reach the two outside forming units while 
the core wafers enter the centre forming 
unit which has.a double feed system. The 
forming operation spreads the wafers evenly 
in three layers (surface, core and surface), 
called a mat, on a travelling caul plate as it 
moves under the forming station. The mat is 
carefully weighed on its way to the press 
loader. If it does not meet specifications, the 
mat is automatically rejected and the caul 
plate is transferred on a by-pass to the caul 
plate return conveyor. Wafers from the 
rejected mat are returned to the core section 
of the forming station. 


Heat and Pressure Applied 

The press loader stacks ten caul plates at a 
time with the accepted 20-by-8-foot mats 
and an operator directs the full load into the 
press which is capable of exerting up to 750 
pounds per square inch pressure. Both heat 
and pressure are applied to meet customer 
specifications for the finished product. The 
finished waferboard, which can measure 
from % to %-inch thick, is cut into 4-by-8- 
foot sheets, stacked, conditioned and then 
banded for shipping. 


PARTICLEBOARD 
Particleboard is manufactured mainly from 
planer shavings that result from stud lumber 


SURFACE 


operations. Waste waferboard fines are also 
used. These waste materials are collected in 
two large storage silos which provide a 
continuous supply for the preparation sec- 
tion shown in green on the diagram. The 
planer shavings are fed via the wet process 
silo to a sifter where the larger pieces are 
separated and directed to the flaker. Here 
the wood pieces are reduced to about .4 
millimeters in thickness for use as core 
material. All particles, including the fines, 
are then conveyed to the wet bunker of the 
core line, shown in blue, for the drying 
phase. On reaching the screens at the end 
of the post dryer section, core material is 
separated and sent on through the dry 
bunker, while fines are directed to the dry 
process silo for use as surface material. 


Requirements for particleboard are different 
than waferboard In that the surface must 
have a very smooth texture, hence the use 
of small particles. The larger pieces are 
used in the core to provide internal 
strength. 


Reduced to Superfines 

From the dry process silo surface fines move 
in a steady flow to the refiners where they 
are reduced to even smaller particles called 
superfines. These are sifted in a continuous 
operation which returns the oversized 
particles to the refiners and directs the 
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SANDER DUST SILO 


accepted superfines through a screening The rest of the process follows the same 
process to the surface fibre silo. course as the waferboard through the forming 
station, press etc., adjusted to meet the 
special requirements of particleboard. A 

final sanding operation takes place before 
the finished sheets are stacked and banded 
for shipping. Finished particleboard mea- 
sures 4 by 8 feet and the thickness can vary 
from % to 1% inches depending on customer 
requirements. 


Sander dust from the final sanding stage in 
the particleboard process, is collected in the 
sander dust silo and mixed with the super- 
fines, to increase the density of the surface. 
The mixture then passes through a dosing, 

or regulating flow scale on its way to the 
particleboard blenders. Core and surface lines 
have their own blender where particles are 
mixed with urea glue, moisture and a catalyst 
to harden the mixture as it sets in the press. 
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Perspective drawing by H. Krakhofer 
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